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Report Highlights:

Broiler production in the EU is increasing in 2005, albeit at a lower pace than domestic
consumption. Consumption is increasing more rapidly in the NMS than in the EU-15. With
stable export levels, this leaves room for increased imports, which are mainly imported from
South-America. Imports from Thailand are hampered by the Avian Influenza outbreak,
although imports of cooked poultry meat are increasing. The same trend is forecast to
continue in 2006.

The European market for turkey meat is roughly behaving in the same way, although turkey
production is faltering in 2005 as a result of restructuring in some of the NMS. However,
turkey production, imports and consumption are all forecast to increase again in 2006.
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This report is the result of active collaboration with the following EU FAS colleagues in the
member states:

Xavier Audran from FAS Paris covering France

Petra Choteborska from FAS Prague covering the Czech Republic
Bob Flach from FAS The Hague covering the Benelux

Michael Hanley from FAS Dublin covering Ireland

Steve Knight from FAS London covering the United Kingdom
Roswitha Krautgartner from FAS Vienna covering Austria

Hasse Kristensen from FAS Copenhagen covering Denmark

Asa Lexmon from FAS Stockholm covering Estonia, Finland, Latvia and Sweden
Sabine Lieberz from FAS Berlin covering Germany

Alberto Menghini from FAS Rome covering ltaly

Jana Mikulasova from FAS Prague covering the Slovak Republic
Andreja Misir, from FAS Zagreb covering Slovenia

Ferenc Nemes from FAS Budapest covering Hungary

Leonor Ramos from FAS Lisbon covering Portugal and Spain

Piotr Rucinski from FAS Warsaw covering Lithuania and Poland
Stamatis Sekliziotis from FAS Athens covering Greece

As Bulgaria and Romania are scheduled to accede to the EU as of 2007, Cristina Cionga from
FAS Bucharest also contributed to this report.
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Executive Summary

One year after the accession of ten New Member States (NMS) to the EU, it appears that
market integration is going well without any major disruptions, as was feared by some. The
enlargement in 2004 initially provoked a significant import of poultry meat from the NMS into
the EU-15, as a result of the price differential and increased trade dynamics between EU-15
and NMS are expected to last. Production of broilers is increasing, albeit at a slower pace
than domestic consumption, which is leading to a decrease in the European oversupply of
broiler meat. Domestic consumption is increasing faster in the NMS than in the EU-15,
where per capita consumption has stabilized. The end of cheap imports of salted poultry
meat at a reduced tariff in 2003, created a stable EU market in 2004 and 2005. With stable
exports, imports are forecast to increase in the future. The same trend is forecast for 2006.
However, it is yet unclear how much imports may jump up again as a result of the WTO
ruling against the EU ban on salted poultry meat imports.

A similar situation exists in the EU turkey market, although a downward fluctuation in 2005
is expected to interrupt the increases in production and consumption. This fluctuation in
production is expected to stem from some sector restructuring in the Czech Republic and in
Hungary, as a result of decreased profitability for the producer because of the ending of
government support upon accession. However, turkey production, imports and domestic
consumption are all forecast to increase again in 2006.
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Broilers
Country: EU25
Commodity: Meat, Broiler (1000MT CWE)
Year 2004 2005 2006
USDA Posts USDA Posts USDA Posts
Official estimates Official estimates Official estimates
[old] [new] [old] [new] [old] [new]
Beginning Stocks 0 0 0 0 0 0
Production 7,640 7,656 7,720 7,670 0 7,690
Imports 380 441 380 440 0 460
TOTAL SUPPLY 8,020 8,097 8,100 8,110 (0] 8,150
Exports 825 789 830 780 0 780
TOTAL Dom. Consumption 7,195 7,308 7,270 7,330 0 7,370
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 8,020 8,097 8,100 8,110 [0) 8,150

Sources: EU FAS Offices

2004

Broiler production was reviewed marginally up from previous estimates. Production
increases in the Benelux, Germany, Poland and Portugal more than offset decreases in France
and Italy. Provisionally final broiler imports turned out to be higher than previously
estimated, but still 8 percent below 2003 imports. The reduction of broiler meat imports
compared to 2003 is a consequence of the closure of the loophole for low duty imports of
salted broiler meat from Brazil and reduced imports from Thailand as a result of export
restrictions in connection with an outbreak of Avian Influenza. Thailand may only export
cooked poultry meat to the EU. EU broiler meat imports originate from Brazil (65%) and
Thailand (23.5%) mainly. U.S. broiler exports to the EU-25 boiled down to 2.3 percent in

2004, as it lost about 10,000 MT of exports to the NMS upon accession.

EU broiler exports

were lower than previously estimated, especially from the Benelux and France. The main
export destinations were Saudi Arabia, Russia, Ukraine and Yemen. Most of the exports to
Russia consist of cheap mechanically deboned meat for processing. Domestic consumption
of broiler meat had previously been underestimated by about 15 percent, mainly in the

Benelux, Poland and Portugal.

2005

EU broiler production is expected to remain stable in 2005, as increases in the Benelux,
Poland and the United Kingdom are likely to offset production decreases in France and Italy.
Imports are expected to remain stable. Exports are expected to decrease marginally, as
higher exports from the Benelux are not expected to fully compensate for lower exports from
France. Domestic broiler consumption is expected to increase marginally, with only the U.K.
expecting a more significant increase.

2006

Broiler production in 2006 is forecast to slightly increase. Production increases in Poland and

the U.K. will expectedly be partly offset by a decrease in France.

Imports are forecast to

increase again as Thailand is expected to export more cooked poultry meat to the EU as a
Exports are forecast to remain stable, with further
decreases in exports from France and the U.K., which are expected to be be offset by higher

way to overcome the import ban for Al.
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exports from the Benelux. Domestic consumption is forecast to further increase, mainly in
Poland and the U.K., with smaller increases in the Benelux and Germany.

Chicken production (Top 5 member states) 1000MT

2005 2006
2004
United Kingdom 1,251 1,270 1,280
Spain 1,053 1,051 1,050
Benelux 1,042 1,060 1,060
France 960 920 895
Italy 662 635 640
Benelux: Belgium, The Netherlands and Luxembourg are considered one market
Chicken consumption (Top 5 member states) 1000MT
2005 2006
2004
United Kingdom 1,505 1,550 1,580
Spain 1,069 1,075 1,080
France 765 770 770
Germany 763 766 770
Italy 685 685 685]
Chicken exports (Top 5 member states) 1000MT
2005 2006
2004
France 263 2485 240
Benelux 226 245 255
Germany 87 90 90
Denmark 53 55 55
United Kingdom 56 55 50
Turkey
Country: EU25
Commodity: Meat, Turkey (1000MT CWE)
Year 2004 2005 2006
USDA Posts USDA Posts USDA Posts
Official |estimates | Official |estimates| Official [estimates
[old] [new] [old] [new] [old] [new]
Beginning Stocks 0 0 0 0 0 0
Production 2,070 2,038 2,085 2,030 0 2,035
Imports 65| 84 65 105 0 115
TOTAL SUPPLY 2,135 2,122 2,150 2,135 o) 2,150
Exports 175 191 170 210 0 210
TOTAL Dom. Consumption 1,960 1,931 1,980 1,925 0 1,940
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 2,135 2,122 2,150 2,135 o) 2,150

Sources: EU FAS Offices
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2004

Turkey production was revised downwards as more accurate data on several NMS was
collected. The only turkey slaughter plant in Denmark closed operations in April 2004.
Turkey final import and export numbers were higher than previously estimated. Turkey
imports from Brazil accounted for 85 percent of EU imports. Turkey exports are mainly
destined to Russia, Benin and Ukraine. Domestic consumption was lower than previously
estimated.

2005

Turkey production increases in Germany, Italy, the Benelux, Portugal and Poland are
expected to more than offset decreases in France, the U.K. and Hungary. Turkey imports,
mainly from Brazil, are expected to increase into France and Germany. Exports are expected
to increase, as increased exports from Germany should more than offset decreasing exports
from France. Domestic consumption is expected to remain stable, although at a lower level
than previously estimated.

2006

Turkey production is forecast to further increase in 2006, although at a slower pace than the
increase in domestic consumption. Production decreases in France and the United Kingdom
are not forecast to offset production increases in Germany, Hungary and Poland. Turkey
imports are forecast to further increase, while turkey exports should remain stable, with
increasing exports from Germany to Russia offsetting decreasing exports from France.

Turkey production (Top 5 member states) 1000MT

2004 2005 2006
France 624 590 575
Germany 397 410 420
Italy 279 305 305
United Kingdom 227 220 215
Poland 190 200 205

Turkey consumption (Top 5 member states) 1000MT

2004 2005 2006
Germany 538 545 555
France 387 372 375
Italy 255 255 255
United Kingdom 230 220 215
Poland 176 185 190

Turkey exports (Top 5 member states) 1000MT

2005 2006
2004
France 103 95 90
Germany 36 60 65|
Benelux 16 16 16
Italy 10 10 10,
United Kingdom 9 10 10,

Benelux: Belgium, The Netherlands and Luxembourg are considered one market
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Policy
Market adjustments resulting from Enlargement

While poultry production has mostly recovered from the 2003 Avian Influenza outbreak in
the Benelux or the 2003 nitrofuran scare in Portugal, producers and processors in both the
EU-15 and the NMS are still adapting to the new market situation that arose as a result of
the 2004 Enlargement process.

Indeed, within the EU-15, different trends developed in response to local market situations.
Increasing competition in world markets and decreases in EU export refund levels are driving
poultry and turkey production down in France and Spain in 2005 and probably also in 2006.
In the Benelux, Germany and the United Kingdom production is increasing in response to
increases in domestic consumption and after the European Commission put the brakes on
poultry imports from Brazil and Thailand that were entering at low import tariffs under the
salted poultry meat heading. However, this increase in production may prove to be moderate
and for a limited time only. Increases in poultry consumption are expected to continue. This
is due to increasing numbers of immigrants from Africa and Asia, who traditionally have
dietary preferences for poultry.

In the NMS, mainly Poland, the growth of the poultry sector is expected to be structural and
longer lasting. However, in the short term producers in the Czech Republic and Hungary
suffer from being weaned from pre-accession government subsidies to the sector. First of all,
per capita consumption of poultry is rising at over 2 percent per year, compared to a
stagnating per capita consumption in the EU-15. The availability of large supplies of cheap
grain provides NMS producers with a competitive advantage from lower feeding costs. The
proximity of important export markets in Ukraine and Russia offers good export perspectives
as processors in Poland and other NMS are getting export approvals back from Russia after
they were removed upon accession to the EU. Another competitive advantage lies in the fact
that new investments in the NMS poultry sectors already comply with new EU legislation in
the domains of hygiene and animal welfare.

Consequences of new animal welfare standards for broilers

The EU is currently involved in the adoption process of a Directive® that would set maximum
stocking densities for broilers and establish a number of minimum conditions for animal
welfare. This proposal suggests reducing the weight of live birds per square meter to 30
kg/m? instead of the current EU-25 average of 40 kg/n?. It would also set strict conditions
for temperature and air moisture in broiler establishments. This proposed Directive is based
on a report of the Scientific Committee on Animal Health and Animal Welfare (SCAHAW),
which was adopted on March 21, 2000, “The Welfare of Chickens Kept for Meat Production
(Broilers).”® This Directive would reportedly most impact the competence of broiler sectors
in Denmark and The Netherlands, which now have the highest stocking densities. However,
the competence of the whole EU broiler sector could be negatively affected (see GAIN
E35108 - The EC proposes the legislation for its new Broiler Welfare Directive®). After full
implementation in member states, this Directive calls for mandatory labeling for welfare
conditions, including imports. The full implications of this proposed Directive are not yet
clear.

1 http://europa.eu.int/eur-lex/lex/LexUriServ/site/en/com/2005/com2005 0221en01.pdf

2 http://europa.eu.int/comm/food/fs/sc/scah/out39_en.pdf
3 http://www.fas.usda.gov/gainfiles/200506/146129998.pdf
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Impact of the WTO panel on poultry

On May 30, 2005, a WTO panel ruled against the EU in the complaints by Brazil and Thailand
on the Customs Classification of Frozen Boneless Chicken Cuts” (DS269 and DS286) (see
GAIN E35113 - WTO rules against EU in salted poultry case*). In 2002, the EC, in Regulation
1223/2002, stipulated that boneless chicken cuts, which were slightly salted, were still to be
considered as fresh, chilled or frozen poultry meat under the customs code 0207 and not
under customs code 0210. The EC issued this Regulation to close the loophole, under which
Brazil and Thailand were exporting poultry cuts at the much lower customs tariff for heading
0210. Expectations are that Brazil will start to export poultry under this heading to the EU
again, after the EU appeal against this ruling has been dismissed. Thailand temporarily can’t
because of the ongoing Al situation. Unless the EC is successful in dealing with this problem,
this could put a lot of pressure on EU poultry markets as of 2006 again, with eventual
repercussions on world markets if the EC were to decide to use export refunds again to
balance EU supplies.

Visit our website: our website www.useu.be/agriZusda.html provides a broad range of
useful information on EU import rules and food laws and allows easy access to USEU reports,
trade information and other practical information.

E-mail: AQUSEUBrussels@usda.gov

Related reports from FAS EU

USEU

Report number | Title Date

E35116 EC SC_FCAH _aDDroves Requlation to reduce Salmonella in 6/17/2005
breeding chicken

E35113 WTO rules against EU in salted poultry case 6/16/2005

£35108 Tr_le E(_: proposes the legislation for its new Broiler Welfare 6/13/2005
Directive

E35099 EU proposes new Directive to enhance the control of Avian 5/23/2005
Influenza (Al)

E35065 Abolition of battery cages to cost €354 million to EU-25 eqq 4/01/2005
producers

E35017 Poultry Semi-annual 1/31/2005

These reports can be accessed through our website www.useu.be/agri or through the FAS
website http://www.fas.usda.gov/scriptsw/attacherep/default.asp.

4 http://www.fas.usda.gov/gainfiles/200506/146130026.pdf
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